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Commonnedth Edbo Compmy 1 X)oeLet NO. ER01-2992MHI 
Commonwealth E d b o  Company of Isdinar } 

COMMENTS OF THE 
&- CECO SSI 

hnsurmt to Rule 21 1 of the Commission’s Rules of Practics and P r o c u b ,  I8 C.F.R. 

385.211, the Illinois Commerce Cordmion (“ICC“) hereby aubmito its comments in the above- 

captioned pxocndiq in Rspom ta a filing submitted by commonwealth Edison company 

( “ C d y  on August 31, 2001, whaein CornEd proposed rate changes, and patiwldy 

himasa, fm the b a s  rate component and Sc;bedule 1 component of ComEd’s electric 

traapmission rat0 CcOmEd‘S ~ a t c  Filing”). The ICC respecthlly reqmts that the commission: 

1) reject CornEd’s levelized mkmakhg proposal, 2) initiate a hearing and direct its Staff to 

mvdgate the jasbpess and nasonablmess of ComEB’s m d  mtw; and 3) suspend C o d d ’ s  

~opo4edraas~themnximumpsdodallowed~thsuinvcstigatian 

I. INTRODUaION AND BACKGROUND 

purnrant to a settlanent merit among the Midwest Independent Systcm Operator, 

Inc. (“MISO”), certain transmissiOn owners in the MISO and the Alliance Companies, the 

Allmice Companis wem q u k d  to 51e transmission mtes for the Alliaace R e g i d  

Transnrission OrgsniZation (“ARTO“) no later than 120 days prior to the &ssim icrvice 



date.l ComeqwntIy. the Alliance Companies subrnitkd their proposed transmission rates for the 

ARTO on August 3 1,2001, fifteen days late. In their filing, the Alliance Compauies provide rate 

schedules applicable to a rate sttuchus that provides for mnal ms for loads in each ARTO 

m o ,  and a single regional through and out rate. The largest component of each of the ARTO's 

zonal rates, the zonal fadities charge, Will be comprised of ComEd's and the othp' AUience 

Canpnies' individual system rates (existing rates for five of the Auirmce Cornpanics and 

pposcd new rates for the other five campanles~ 

I On August 31,2001, simulmwusly with tho Auiance Compniea' rate Wing, CornEd 

filed proposed misions to its clcctric transmission rates to establish new k tnmsmission rates 

d MW rate3 fa Schedule 1 savicc. Notably, ComEd's trammission m e  f i l i i  is voluntary. 

No a s p 3  of FERC's RTO policy or the Alliance RTO proposal requid ComEd to make its rate 

filing. 

ComEd stat*, tbat the praposed rate chsnges aIe ItctCgBdty to ppcrly d tc t  ComEd'r 

costs dproGdmg .hansmission and scheduling servica to the ARTO. In addition, ComEd states 

that the pmposcd tranmhion rates reflect the cost changes resulting from the corporate 

rrstruchniog undataken by ComEd's parent corporation, Exelon Corporation, to q t e  its 

gemtion and o b  compaitivc businessts from ita regulated mergp delivery M e s s ,  In 

particular, ComEd states that CornEd's generation-relsted assets aad liabilities uwc transfcrrcd 

to an E X C I ~  m, Exelon OeMation c~mpany, UC? 

The p*oposed revisions that CornEd seeks will allow C o d  to recover a total of $342.2 

milliqn in base rate revenue$ for each  yen^ of the AKTO transition Hod for prorid% 
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mmsmission services in the ComEd zam, a 102% increess relative to the mtnw requirement 

for transmission m a c e  that w89 approved by the Commission on July 31,2000.' Such an 

incrcass in revenue requirements, in coxjunction with ComEd's new billmg determinantr, leads 

to au increase of 83.15% in the transmission rate that C d  proposes to c h g e  (from 

SO.95kW-month t o  $1.74/kw-moosh).' Additionally, CornEd seeks to increase the r e v m e  

r e q u k m t  d a t e d  with andllary d c e  Schedule 1 to $20.4 million, a 26% incrasse 

relatfve to the ICYC~UE requirement fcr Schadulc 1 aerviaa that wp. appmvd by thc Commission 

onJuly 31,2000? 

Finally, in addition to the transmission ra& basc additions, transmisSion expense 

increases and increased dwtion of costs to the tranrmssion fuaction, Cord3 (1) seeks a rate 

of return on common equity of 14.00%: and (2) proposes to calculate rates on B pmss lmlized 

basis, rather than using the traditional deprechted non-levelized method? 

The ICC nspedhlly requests that the Commission Eject CornEd's p r o p d  to ufilizt the 

l w e W  rptaaaLing methodology. As expfained infra, accqtam of ComEd's leveked 

nitmmking propod would result in artificially high transmission mks, and an unjust and 

m d l e  widfall to CanEd at the expense of traosmission ratepayes. In additim, the ICC 

respectfully 'que& that the Commission initiate a hearing to hestigatc the j m s  and 

rrasonablmess of  CornEd's pmposcd transmission rates, and suspend CornEd's p~oposcd rate 

mmases for the mdmum time permitted pcnding thcir inveJtigatioa 



The ICC makes this latter request although it d e c l i i  to r d k ,  herein, aspects of 

ComEd's transmission rate f i l i i  other than ComEd's request to utilize levcliid ratcs. In 

&der, the ICC will not herein adchess (1) the appropriate rate of return on e q e .  (2) the 

appmpriatcness of au inneasc to CornEd's transmission rate b e ;  (3) the apppriateness of an 

incrtase to ComEd's tmsmission apenses; or (4) ComEd's Inoposal to modify the do&m of 

costotothelrawmml + 'on function. As explained M a ,  the ICC fs evaluating similar tesdmony 

that has been 6ld by Corned in a proocoding on ConnGd's bclivary Sewiws Tdf f  tbt is 

currently pending before the ICC.' In that case, the ICC is investigating questions and con- 

r a i d  by intervenors on numerous aspects of CornEd's filing that CornEd supports with evidence 

similar to that contained in CornEd's prtsent sling before the Commission. 

II. DISCUSSION 

A. Tbe Conmbioa should mJed ComEd's proposal to switch from depredaicd 
non-lrpdzed Irtemsldng to grou-lwelfied nttmakhg. 

In this transmission rate proceeding, ComEd mks to increase ita base d s s i o n  mte 

m u e  repUiraneut to $342.2 million, a 102% haeast mlativc to CornEd's current 

mmmission revenue rgquiranent In addition, ComEd seeks to increast? the revenue 

requirement associated with mcillay m i c e  Schedule 1 to $20.4 million, e 26% increase 

rrlativc to that cumntly authorized by the Commissiot~~ In support of its proposed revenue 

requknmt, ComEd pedes the testLmony of Mr. Alan C. Heintz 
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Citino Order 2000, Mt. Heintz employs the levelizod rate methodology to derive 

CornEd’s proposed revenue In Order 2000 and ZOOO-A, ule Commission stated 

that the use of levslizcd rstts may be appropriate in the RTO contexL“ The Cammission 

expleincd thnt one of the main reasons for dowing the we of belized rates is to uddiess 

concerns of reduced utility rwemes associated with RTO f d o a  

The llsc of the levelized rate methadology in the context of CamEd’s rata request, 

however, is in8ppropriate because the ARTO ratt dw€gn bcing advnucd by the Ailianca 

Cbqmic~, and suppo~%~I by ComEd, already contains provisions designed to address the issue 

oflostnvenaesductomembewhipinanRT0. InitsAugust31,2001 retefiling,thcAlliauce 

Companies present the tpsfimolly of J. Stephen Hcnduson* In hris testimony, Mi. Henderson 

states that the intent of the Allianee RTO regiod rate structure i s  to collect the mount of 

rewlluc lost as a r d t  of the eliminaticm of  rate pancakes.” The ARTO rate &uctura recovers 

these lost revenues through the application of a zonal eaaSmirJion adjustment (TIA”),’’ arper- 

regional Sdjwfment (“SRA”)’ and the regional k u g b  and out ratc (%TOR”).“ The ZT& 

SRA and RTOR amre th41 e& transmiJsion owner is made whole with regard to t m m k i o n  

rcv~lucs lost as a result of joining the RTO. Accordingly. the use of levelized rates by CornEd in 

this procedng violates the basic assumption &lying the Commission’s dhcussion of 

006(fi1dAup. 31,2001). 
‘Id 8 6, In. 10. 

* I d a & h 3 .  
Id, In. 16. 

Id at 9, In. 2 
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tevclized ratts in Ordm 2000 and 2 0 0 0 4  Le., that the elimination of rate PMCakiDg resulting 

from RTO famation would result in utility lost rcmucs. 

Fmtbmme, in nummus Commission opinions, the Commission haJ placed an 

obligation on thc u a t y  wishing to switch from nom-levelized to levclizcd ratcs to prove that the 

utility's proposal to me lcvclized ratei to m v e r  capitai costs is reasonable when compared to 

the method used to mwr capital Mtts in the past" ConEd, howcva, fails to provide any 

datantial svidenm to jude the witch h m  nondsvolid rptss beyond the Commis&n's 

general statements that the use of lcvclized rates muy be appropfiate in the R M  context. 

ComEd argues at length that switching to levelizedra* in this p e e d i n g  shouldbe 

acceptad became the savice that the AUisnce RTO will provide is "new scrvi~."'~ Indeed, 

order 2000 state3 that levelizad ratcmaking may be sppropSrat~ in establishing initial rates under 

MY RTO shuchm "wiIerc an RTO mflscts a fret41 M with rrspcct to the provision of 

trammission savi~cs."'~ However, Order ZOO0 specifically cites as "new savice" clicumstanc*l 

when %e transmrss ' ion custom~s of the RTO may be s igai f idy  diffmnt than the traditional, 

captive customess, that formerly took bansmission s e r v i ~ e . ~  

Time drcumstances do not bold for C o d  in this pracadi .  This proceeding is 

intended to establish the d rata for senice to loads within ComEd's zone of the Alliance 

RTO. TIM loada within ComEd's zone of h a  AUiencs RTO an, for tbc most part, the same 

loads that exist now within COmEd's service tenitory and that existed within ComEd's service 

territory during the test years UndeSlyinS previous ConEd ratc w\scs. h short, the ulttnate loads 
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to k served in ComEd’s zone are not significantly different than those previously sewed by 

CornEd’s transmission service. Therefore, CornEd is not sceking to utilize levclized rates m the 

context of ”new sexvice” because the t ion customers are not ”n&’ as assumed in orda 

2000. 

’ 

h r t h m o n ,  ComEd’s transmission plant is highly drpnciattd. Data provided by 

Codd’s transmission CornEd show that gross trammission plant is $1,859,708,5536.” 

a~~~81ulnted depreciation is $665.127.191.” Thrsafote, ComEd’s own numbem &ow thd ita 

facilities are approximately 36% depreciated, and that percentage may be higher if C o d ’ s  

gross transmission plant is d e t e d  by the CommiJsion to be lower dran that advanced by 

ComEd As the Commission recogaizcd in ordg. 2000 and Maine PSCn in Situafions when 

there is a signifcan? amout of accumulated depmiation, levelized rata provide a Wity  with 

incmscd IWCUUCS by prod- higher rates thaa a mu-levelii appmach for tbe ssmc 

dcpleciated investment Accordingly, if tbs Commission were to grant ComEd’s levclized 

ratrmaldng request, then ComEd WOuId effectively be able to mva iti accumulated 

depreciation a seoond time in rates. In otfitr words, the hplern~~tatiou of levelized rates would 

result in a windfall to ComEd of more than 5665 million dollars to be wovered in a future 

r e v e n u e s ~ g c n r r a r e d b y h i g h e r ~ ~ m ~ ¶ .  

F M y ,  the ICC i s  mncemed hth ComEd’s propod bccnuse the usc of lcv~lized ratss 

would negatively impact retail compstition in Iuinois due to the fact tbat the tranrmisS ion 
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unnponcnt of bundled d rates in Illinois was determined on a net plant baais.= With bundled 

retail rates effectively frozen in Illimois through the cnd of 2004, any haease in the unbundled 

transmission ndc will serve BS a disincentive for retail customers to switch to unbundled service. 

The cffcct of a transmission rate increase resulting from the switch to levelized tranmdssion rates 

would be to take much of the Compditivc prcssurc off of ComEd at the retail level. 

For all the afomnentioned reasons, the ICC rrspecthrlly requests that the Commission 

mj-t ComEd's propod to di lavdked rntemDking k thia pmocduq ~ . A.oxpl.inad, 

CornEd's arguments for levelited ratemaldag axc either not relevant or not pRsuesive. Under 

txnmt CircumstMccs , Commission appma~ of co;nEd's request to switch h r n  depreciatoa 

non-leveW ratemeking to gross levelized ratemalan * g would result in artificially high 

tm&mbsionratcs therwould permit ComEd to aver-recovea its costs, and would create art unjust 

llnd unrcasoneblc w i d i l l  to &mEd et the cxpenu of transmission ratepayera. Accordingly, the 

Commission should reject CornEd's ldi rata proposal. 

B. The Commission should initiate a hearhg and dlrect its Stair to invtstigate 
the jnstnesa and reasonableness of ComEd'i proposed transmission mta. 

ComEd states that its proposed rate increases are necessary to p p l y  refleet CamEd's 

costs of providing tlansm& ' on and scheduling s&c*, to the ARTO. In addition, CornEd states 

that the trmmiaaion rata reflect the coat chnug#i resulting h m  the corporate 

undatdcen by CornEd's parent wrporntion, &elon Caporation, to sfprate itr 

generetion and other w+tive businesses from its regulated cnaay dclivay business. In 

particular, CornEd states that ComlEd's gatdon-related assets and liabilities were transferred 
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to an Exdon miate, Exelon OenSration Company, LLCZ” In addition, ComEd r q u m  

Commission wthorization of a 14% rrmm on equity allowance in its transmission rates. As 

explained supra, all these elementq in addition to the proposed switch to leveked rates 

pviousIy discussed, lead to a 102% increase OYCT the transmission revenue mpkemeot recently 

appmvcd by the Ccanmission for CornEd In support of this proposed inntssad revenue 

itquirernmt, CornEd provides the testim~my of M. John E. Ebright (CEC-IOO), Mr. Alan C. 

Hdnk (CEC-ZOO), Mr. William E. Avcrs (CEC-400) and M. Stown T. N.umann (CSC-500). 

The ICC declines to address these aspects of ComEd‘s hausmission rate sling haein 

becarrrc War testimony has been filed by ComEd in a proaeding on CornEd’s Deli~hy 

Scavicea Tarif€(”DST’) that is cunwtly parding before thcICC?’ Tbc ICC notrs, however, that 

intcmnors (iiduding the ICC St@ im the ICC proceeding have raised a number of ooncrma 

a d  questiota With regard to similar aspects of Codd’s DST filing. The ICC, therefore, 

respectftIyrecommmdsthatthcCommissionsttthesemattclsforhcaringanddirrctitsS~to 

an investigation into ComEd’r traasmission ratc filii. The Commission’s Staff, if it 

chose, owld CoIlSuLt the public m d  that is available m the ICC proceeding. 
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ILL CONCLUSION 

-Om, for each and al l  of the fqoing reams, the ICC regwctfullsl requests 

that the Cammission: 1) reject CornEd's levclized rate-maldng prop& 2) initate a hmriag and 

direct its St& to investigate the justness and reasonableness of CornEd's ppd tnmsmission 

rates; 3) suspend Codd's proposed rates for tbe max.hum period allowed pndins their 

inwstigSton; and 4) pnt  any all othep epprcPaete relief. 

octobcrz 2001 RcspectFullyeubmitred. 

ILLINOIS COMMERCE COMMISSION 

f r /  Sarah k Nauma 

MyraKareghcs 
(3uad couartl and 
special Apistmt Attolncy &m?d 

S a d  k Narpna: 
'IhormLliG.ieidae 
Special Assistants Altomy G e d  
160 N. Malle, Suite C-800 
Chicago, Illinois 60601 
(312) 793-2877 

Counsel for the 
nlinoic Commerce CommiiJJtn 

10 



... -. . .... .. . 

-CAW OF SERVIq 

I h b y  cutify that I caused a copy of the foregohg Comments of the RlinoiS Commace 

Commission to be served this day u p  each pemn designated on th: official sewice list compiled 

by the Secrctq in this proeeeding in acdordanct with the rquhmmts of Rule 2010 of the 

Commission's Ruks of Ractice and Procedure. 

~a ted  at chicago, mok, this 2nd day of ootoba, 2001. 
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